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April 2, 2004 File No. 82-4135
The U.S. Securities and Exchange Commission VIA COURIER
450 Fifth Street, N.W.
Room 3099

Washington D.C. 20549 4024136
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Dear Sir

:S\PR 05 \

Re: China Pharmaceutical Group lelt?RQC

File No. 82-4135 PR Q9 7.\3‘3‘k &\%ﬂ/&%& |

WONSSA /
We, a company incorporated in Hong Kong, furniSh herewith the following documents
of the Company pursuant to Rule 12g3-2(b) (iii) under the Securities Exchange Act of

1934:

(1) an announcement dated June 11, 2003 relating to resignation and appointment
of executive directors;

(i)  an announcement dated July 7, 2003 relating to a connected transaction;

(iii)  an announcement dated August 12, 2003 relating to the interim results for the
six months ended June 30, 2003;

(iv)  the 2003 interim report;

(v)  an announcement dated August 14, 2003 relating to placement of existing
shares;

(vi)  an announcement in pursuance of practice note 19 dated October 16, 2003;

(vii) an announcement dated November 26, 2003 relating to the results for the nine
months ended September 30. 2003,

(viii) an announcement dated February 5, 2004 relating to the appointment of a
non-executive director;

(ix)  an announcement dated March 22, 2004 related to the results for the year ended
December 31, 2003;

(x)  the 2003 annual report; and g/
(xi) a circular dated March 30, 2004 relating to proposals involving general ~

mandates to repurchase shares and to issue shares.
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China Pharmaceutical
Group Limited

If you have any questions regarding this information, please do not hesitate to contact
the undersigned at (852) 2802-3011 or by fax at (852) 2802-4552.

Please acknowledge receipt of this letter and its enclosures by date-stamping and
returning the enclosed copy of this letter to us by fax at (852) 2802-4552.

Yours faithfully,
For and on behalf of
China Pharmaceutical Group Limited

Eddie Chak
Financial Controller




The Standard Thursday, June 12, 2003

N

The Stock Exchange of Hong Kong Limited takes no responsibility for the contents
of this announcement, makes no representation as 10 its accuracy or completeness
and expressly disclaims any liability whatsoever for any loss howsoever arising

Jrom or in reliance upon the whole or any part of the contents of this announcement.

KENFAIR INTERNATIONAL (HOLDINGS) LIMITED
(BEER EZR)BERLE)

(Incorporated in Cayman Islands with limited liability)

ANNOUNCEMENT

The Board of directors of Kenfair International (Holdings) Limited has
noted the recent increase in the trading volume in the shares of the
Company and wish to state that, save as dlsclosed herein, it is not
aware of any reasons for such increase.

This statement is made at the request of The Stock Exchange of Hong
Kong Limited.

The Board of directors (the “Board”) of Kenfalr Intematlonal (Holdings)
Limited (the “Company™) has noted the recent increase in the trading
volume in the shares of the Company and wish to state that, savé for the
information disclosed herein, it is not aware of any reasons for such increase.

The Board was informed today by Mr. Cheung Shui Kwai (“Mr. Cheung™),
the Managing Director and executive director of the Company, that he has
disposed an aggregate of 100,000 shares of the Company at HK$1.30 on
the market today. Such disposal represents approximately 0.048% of the
existing issued share capital of the Company. Before the disposal, Mr.
Cheung through his personal interests and his 30% interests in Capital
Concord Profits Limited (“Capital Concord”), own 16.38% of the existing
issued share capital of the'Company. After the disposal, Mr. Cheung through
his personal interests and his 30% interests in Capital Concord, own an
aggregate of 16.33% of the existing issued share capital of the Company.
The Board considers that such disposal will not have any material impact
on the operation and financial position of the Company and its subsidiaries.

Save for the above, the Board also confirms that there are no negotiations
or agreements relating to intended acquisitions or realisations which are
discloseable under paragraph 3 of the Listing Agreement, neither is the
Board aware of any matter discloseable under the general obligation
imposed by paragraph 2 of the Listing Agreement, which is or may be of a
price-sensitive nature.

Made by the order of the Board of the Company the directors of which
individually and jointly accept the responsibility for the accuracy of this
statement.

By order of the Board
Kenfair International (Holdings) Limited

Ip Ki Cheung

. Chairman
Hong Kong, 11 June, 2003

The Stock Exchange of Hong Kong Lmuted takes no m:pan.nbmly Jor the contents of lhl.r anno:
representaiion as 1o its aceuracy or and ims any liability wh fo
arising from or in rellance upon the whole or any part of lhe wmm: of this announcement.

sino- ﬁcom

SINO-I.COM LIMITED
PHEBHRAERAN

(the “Company™)
(Incorporarted in Hong Kong with limited liability)

ANNOUNCEMENT

The directors of the Company propose to change the name of the Comp

Technology Limited PR B F EHMBA A"
PROPOSED CHANGE OF COMPANY’S NAME

The directors of the Company propose to change the name of the Company to ¢
Limited P (R B{ 78 {5 &% 82> & in order to reflect the direction and principal
Company. The Company has been mainly participating in development and pro
content and application services such as financial information, industry spe
e-comnierce online services in the People’s Republic of China.

Subject to the approval of shareholders at an extraordinary general meeting to be o
Registrar of Companies, the change of the Company’s name will be effected on th
Certificate of Incorporation on Change of Name by the Registrar of Companies in

A notice convening an extraordinary general meeting of the Company (which is ¢
on or about 11 July 2003) to approve the change of name together with the forr
dispatched to the shareholders of the Company on or before 16 June 2003. Furt
will be made when the change of the Companys name becomes effective.

SHARE CERTIFICATES

Upon the change of the Company's name becoming effective, all existing share ¢
the existing name of the Company will continue to be evidence of title to the shar
the Company and be valid for trading and settlement purpose. Sharehelders who
their existing share certificates for share certificates bearing the new name of the
s0 at no cost if effected within 30 days from the effective date of the change «
Subsequent exchanges will incur a fee of HK$2.50 (subject to change) for eac
submitted or each certificate issued whichever is the higher amount.

By (
Wi
' Co
Hong Kong, 11 June 2003

The Stock Exchange of Hong Kong Limited takes no responsibility for th
announcement, makes no representation as 1o its accuracy or completen
disclaims any liability whatsoever for any loss howsoever arising from o)
the whole or any part of the contents of this announcement.
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THE SUN'S GROUP LIMI

[Company incorporated in Bermuda with limited

ANNOUNCEMENT

EPl*“ %%I‘ﬁ' LEN=]
% China Pharmaceutical
% Group Limited
g (Incorporated in Hong Kong with limited liability)

NOTICE OF RESIGNATION AND ‘
APPOINTMENT OF EXECUTIVE DIRECTORS

The board of directors (the "Board”) of China
Pharmaceutical Group Limited (‘'the Company")
announces that Mr. LIU Yi resigned as executive
director of the Company and Mr. FENG Zhen Ying was
appointed as executive director of the Company, both
with effect from June 11, 2003,

On behalf of the Board, I would like to take this
opportunity to thank Mr. LIU Yi for his contributions to
the Company.

By Order of the Board
CAI Dong Chen
Chairman

Hong Kong, June 11, 2003

The Company announces that the winding up proceedings agains
and a wholly-owned subsidiary of the Company issued by Mr.
former director of the Company, and Charcon Assets Limited, a ¢
by Mr. Wong Kwan, were opposed by the Company and the relevar
the hearing at the High Court held on 11 June 2003. The proceed
adjourned 1o be heard on 16 June 2003.

The Company will make a further announcement following the adj
Trading in the shares of the Company will remain suspended until

Reference is made to the announcement of The Sun's Group Limited «
dated 14 April 2003 regarding the winding up petitions filed res:
Wong Kwan, a former director of the: Company, and Charcon A
company owned by Mr. Wong Kwan against the Company and
subsidiary of the Company at the High Court of the Hong Kong Speci
Region (the “High Count™).

The Petitions were heard at the High Court on 11 June 2003 and t
the relevant subsidiary opposed the same. The proceedings have bee
heard before the Companies Judge on 16 June 2003,

At the request. of the Company, trading in the share$ of the Cc
suspended since 9:30 a.m. on 24 April 2003 pending the release of
with regard to the latest indebtednesses of the Company and its subs!
by the relevant creditors and the Company's proposal to restructur
Company and its subsidiaries. Such anpouncement will be releas:
hearing on 16 June 2003. .
Trading in the shares of the Company will remain suspended until'f
. By order of the
* THE SUN’S GROUFP
Yuen Wai'Ki
Company Secn

Hong Kong, 11 June 2003 e
*  For identification purpose only !

R.L.P. -

REV. SECUNDO EINAUDI, P.L.

passed away peacefully at Queen Mary
~An Oth hhima 20072 (IMandav) at G A0n m
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NOTICES C-33

The Stock Exchange of Hong Kong Limited takes no responsibility for the of this makes o representation as 10 its accuracy
or completeness and expressly disclaims any liability whatsoever for any loss howsoever arising jram orin reliance upon the whole or any part of
1t the of this anno ¢
158752
44100
| Z6% = :
s PEREEEERAT 1 -
3144 China Pharmaceutical
s Group Limited
18683 (incorporated in Hong Kong with limited liability)
60065
166076 PLACEMENT OF EXISTING SHARES
166780
169851 The Board announces that it has been informed by SPG, the controlling shareholder of the Company, that it had on 14 August
173833 2003 entered into an unconditional placing arrangement with CLSA as the placing agent pursuant to which CLSA had sold to
173852 Independent Third Parties the Sale Shares, representing approximately 5.33% of the total issued share caplts.l of the Company
:‘7]3373 as at the date of this announcement for a cash consideration of HK$2.65 per Sale Share.
1
178217 The trading of the shares in the Company was suspended on 14 August 2003 with effect from 9:44 a.m. pcnding the release of
178291 this announcement. The Company has made an application to The Stock Exchange of Hong Kong Limited for the resumption
(184143 of the trading of the shares in the Company from 9:30 a.m. on 15 August 2003.
184159
184256 .
184341 Placing of the Sale Shares by SPG
g;’gﬁg The Board announces that it has been informed by SPG, the controlling shareholder of the Company, that it had on 14 August
‘877 01 2003 entered into an unconditional placing arrangement with CLSA as the placing agent pursuant to which CLSA had sold to
87799 Independent Third Parties the Sale Shares, representing approximately 5.33% of the total issued share capital of the Company
9;’2)31 as at the date of this announcement. There is no long stop date to such placing arrangement.
91052 As at the date of this announcement, the total issued share capital of the Company is 1,502,212,661 Shares. The Directors
91246 have been informed by SPG that as at the date of this announcement, SPG beneficially holds 863,316,161 Shares,
92065 ‘representing approximately 57.47% of the total issued share capitai of the Company. After the Disposal, which is expected to
52600 be completed on 19 August 2003, SPG will beneficially hold 783,316,161 Shares, representing approximately 52.14% of the
94281 . total issued share capital of the Company as at the date of this announcement. As far as the Directors are aware, none of the
94282 placees to such placing arrangement will become a substantial shareholder of the Company after completion of the Disposal.
95589 : ,
95649 Consideration
;281: . The consideration for the Sale Shares is HK$2.65 per Sale Share, representmg (i) a discount of approximately 8.62% over the
96100 bl closing price of HK$2.90 per Share as quoted on the Stock Mange on 13 August 2003, being the last trading day of the
26463 ¢ 1” ? Shares prior to the publication of this announcement; and discount of approximately 4.16% over the average closing
829" price of HK$2.765 per Share as quoted on the Stock Excha. . -or the last five trading days up to and mcludmg 13 August
office 2003, being the last trading day of the Shares prior to the publication of this announcement.
1 Chai .
'3 are ’_L General ——
rsore ss UL The trading of the shares in the Company was suspended on. ;gust 2003 with effect from 9:44 a.m. pending the release of
=~ this announcement, The Company has made an application to the Stock Exchange of Hong Kong Limited for the resumption
- of the trading of the shares in the Company from 9:30 a.m. on 15 August 2003, _
Definitions )
d for ‘‘Board"’ the board of Directors .
Jorary “CLSA” CLSA Limited, an Independent Third Party, as the placing agent in relation to the
1ce in
Disposal )
Jbject “Company’’ “China Pharmaceutical Group Limited (*FEMZESEARAT), a, company
r any incorporated in Hong Kong with limited liability, the shares of which are listed on the
o the main board of the Stock Exchange
f:;[;:i ““‘Director(s)” the director(s) of the Company
Nfanh *‘Disposal” the disposal of the Sale Shares pursuant to the placing arrangement made between SPG
. Late and CLSA on 14 August 2003
we is “‘Hong Kong”’ The Hong Kong Special Administrative Region of PRC
1, . . . . . . . . L
:kda; “‘Independent Third Party(ies)””  independent third party(ies) not connected with the Directors, chief executive or
: substantial shareholders of the Company or any of its subsidiaries or their respective
associates {as defined in the Listing Rules)
Nater )
Wan _ ‘“Listing Rules’ ' the Rules Governing the Listing of the Securities on the Stock Exchange
arity PRC . the People’s Republic of China
D ¢‘Sale Share(s)"’ 80,000,000 existing Shares beneficially owned by SPG
does
s the “‘Share(s)"” ordinary share(s) of HK$0.10 each in the share capital of the Company
kin
¢ “SPG™ Shijiazhuang Pharmaceutical Group Company Limited, a PRC state-owned enterprise
. - which beneficially owns 863,316,161 Shares as at the date of this announcement, of
gon, which 25,000,000 Shares are held by Mr Ding Er Gang, an executive Director, as trustee .-
. for SPG and 9 879,762 Shares are held by China Charmaine Pharmaceutical Company
nent Limited, a wholly-owned subsidiary of SPG
able ‘*Stock Exchange™” The Stock Exchange of Hong Kong Limited
“HKS$" Hong Kong dollars
‘%" per cent.
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Registrars to the above Companies |

The Stock Exchange of Hong Kong Limited takes no responsibility for the
contents of this documen!, makes no representalion as to ils accuracy or
completeness and expressly disclaims any liability whatscever for any loss
howsoever arising from or in relfance upon the whole or any part of the
contents of this document.

hEHEEEEERAD
China Pharmaceutical
% Group Limited

+ (Incorporated in Hong Kong with limited liability)

ANNOUNCEMENT
IN PURSUANCE OF PRACTICE NOTE 19

Pending finalis
relevant agreen
the details of
the Shares and
to apply for res

Warning: Sha)
Proposal may
uncertain whe
dealing in the,

Hong Kong, 16

The informartion ¢
severally accept
that 1o the best of
Jacts not comaine

In accordance with the requirements under paragraph 3.7.1 of
Practice Note 19 of the Rules Governing the Listing of Securities
on The Stock Exchange of Hong Kong Limited, the board of
directors of China Pharmaceutical Group Limited (the
“Company'’) announces certain details of a loan agreement
entered into between a syndicate of banks (''the Syndicate'") and
the Company cn October 16, 2003.

By a loan agreement dated October 16, 2003 (the ''Loan
Agreement’’) entered into between the Syndicate and the
Company, a facility in the aggregate amount of HKD500,000,000
(the "Facility') is made available by the Syndicate to the
Company subject to and in accordance with the terms and
conditions therein contained. The Facility is a term loan facility
with a tenor of 4 years from October 16, 2003. Under the Loan
Agreement, it will be an event of default if Shijiazhuang
Pharmaceutical CGroup Company Limited, the controlling
shareholder of the Company, ceases to own (directly or
indirectly) at least 40% of the voting share capital of the
Company and in which event the Facility will become
immediately repayable. The Company intends to use the
Facility to finance the general corporate funding requirements of
the Company and its subsidiaries.

By order of the Board
Cai Dong Chen
Chairman

Hong Kong, October 16, 2003

(Incorparated

Re:

The Board of
“Company”)

Director, Exe:
October 15, &
Municipal Go
to express o1
Company.

Hong Kong, C

—

For all Classified Advertisemer
Patsy Leung Tel: 279¢
Email: classified@thestandard.corr

Magan Au  Tel: 2798 2765




cent last month, up from a 2.1 per  evidence that the jobs market is power. ' " 7 month, aftér a 0.2 per cent rise th
cent risg in September. turning around. ' Last month, Americans’- in-- previous month.

'EPEI*“&;‘EIEBE Nl

China Pharmaceutical
Group Limited

(Incorporated in Hong Kong with limited liability)

7 UNAUDITED RESULTS
FOR THE NINE MONTHS ENDED SEPTEMBER 30, 2003

The Board of Directors (the ‘‘Directors’*) of China Pharmaceutical Group Limited (the *‘Company’”) is making this announcement of the unaudited consolidated results of
the Company and its subsidiaries (the ‘‘Group’”) for the nine months ended September 30, 2003 in line with its current practice to publish the Group's quarterly financial
results, ’ )

CONSOLIDATED INCOME STATEMENT
For the nine months ended September 30, 2003

Nine months ended September 30,
: 2002

(Unaudited) (Unaudited)
HK3'000 . HKS$'000
Turnover - : ] 1,897,190 1,124,488
Cost of sales (1,142,619 . (813,570)
Gross profit . 754,571 310,918
Other operating income : : 6,492 11,609.
Distribution costs ) (68,411} (22,216)
Administrative expenses . L Co (143,544) (78,016)
Other operating expenses . : (6, 842) (2,860)
Major overhaul expenses (15917)
Allowance for doubtful debts - (5,450)
Profit from operations S - 542266 198,068
Finance costs (18,556) (19,704)
Share of profit of a _|omt1y controlled entity 5,081 ,566
Profit before taxation ' ' : 528,791 184,030
Income tax expense . . (76,619) - (31,181)
Profit before minority interests ) : . . 452,172 ) 153,749
Minority interests . ’ (1,494) (1,463)
Profit attributable to shareholders ' ‘ 450,678 152,286
Eamings per share : .
Basic 29.90 cents 1145 cents
Diluted ' ‘ N/A 11.27-cents -
Notes:

1. . The accounting policies adopted are consistent with those followed in the preparation of the Group’s annual financial statements for the year ended December 31, 2002, except that the Group
has adopted for the first time the revised Hong Kong Statement of Standard Accoummg Practice 12 *‘Income Taxes’* issued by the Hong Kong Society of Accountants. The adoption of this
revised standard had no material effect on the results for the current period.

2. The caleulation of the basic and diluted earnings per share for the penod is based on the following data:




Nine months ended September 3V,
, 2003 2002
S attributable to shareholders . - HK$450,678,000 HK$152,286,000

v
ﬁ T "
Weighted average number of ordinary shares MM S ‘ @V :
far the purpose of basic eamings per share - M B L E CO PY 1,507,464,295 1,330,459,163

Effect of dilutive potential ordinary shares :
in respect of share options ) ‘ . - 21,207,276

" Weighted average number of ordinary shares B “
for the purpose of diluted earnmgs per share 1,507,464,295 1,351,666,439
3. The unaudited consolidated results for the nine momhs ended September 30, 2003 have been rewewed by the external auditors in accordance with Statement of Auditing Standard 700

**Engagements to review interim financial reports’’ issued by the Hong Kong Society of Accountants.

ANALYSIS OF TURNOVER AND OPERATING PROFIT
For the nine months ended September 30, 2003

i

Bulk Drugs
Penicillin -~ Cephalosporin Vitamin C Finished :
series series series Drugs Others Eliminations Consolidated
HK3'000 HK$°000 HKS$'000 HK$'000 - HK$'000 HK3$°000 HK$'000

" TURNOVER , " ' '

External sales - 443,000 351,000 545,464 - - 556,031 1,695 - 1,897,190 |
Inter-segment sales 147,212 68,956 - ) - - (216,168) - |
Total turnover ) 590,212 419,956 545,464 556,031 1,695 (216,168) 1,897,190 '
SEGMENT RESULT 113,544 60,923 : 289,042 88,639 - (31) C 552,067 '

_ Unallocated corporate expenses ) (9,801) i
Profit from operations : . ‘ 542,266 \
For the nine months ended September 30, 2002 .

’ : Bulk Drugs
Penicillin Cephalosporin Vitamin C - Finished : :
series : series - series . Drugs Others - Eliminations Consclidated
HK$'000 HK$'000 HKS$'000 HK$'000 HK3000 . HK$°000 HK$°000
TURNOVER : _ ‘ ’
External sales 389,482 412,557 251,249 66,280 4,920 : - 1,124,488
Inter-segment sales ) 2,658 - - - . - (2,658) -
Total turnover . 392,140 “ 412,557 251,249 66,280 ‘ 4,920 (Q,658) 1,124,488
SEGMENT RESULT 84,055 . 85,131 36,452 1,695 ‘ 142 , 207,475
Unallocated corporate expenses ) . ¢ (9,406)
Profit from operations ' , . 198,069

BUSINESS REVIEW AND PROSPECTS

For the nine months ended September 30, 2003, the Group recorded turnover of HK$1,897,190,000 and profit atmbutable to shareholders of HK$450,678,000, representing -
increases of 69% and 196% over the same period last year respectively. :

During the third quarter, the prices of vitamin C fell sharply from the high level attained in the first ha}f of the year. The average price for the third quarter was US$4.37 per
kg. At present, there is a short supply of vitamin C in the market and the price is rebounding rapidly from the low level of US$3.03 per-kg in October The Group will
continue to secure more long-term contracts with a view to stabilizing the profitability of the business.

With the increase in market supply, the competition of penicillin and 7-ACA has become very intense, resulting in a general fs.ll in the prices of the major products. For the

third quarter, the average prices of penicillin and 7-ACA were US$12.34 and US$74.87 per kg respectively. Through various cost-control measures and the improvement in

technology, the Group managed to further lower the production costs of both penicillin and 7-ACA by 11%and 5% respectively in the third quarter as compared with the

first half of the year. The Group is considering the possibility of relocating the production base of perucmm to western China in order to achieve greater cost reduction and
.enhance compctmveness .

'

With regard to our finished drug business, sales revenue and profit contribuition contmued to grow. Through the lowering of costs, the profit margin of our finished drug
business mcreased to 30.2% for the third quarter. Itis expected that the business will continue to contrlbute stable income and profit to the Group.

By order of the Board
CAI DONG CHEN

Chairman

‘ Cous
Hong Kong, November 26, 2003 ».(%SZ“ ¥
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take, you should consult your stockbroker or other registered dealer in securii ank:
manager, solicitor, professional accountant or other professional adviser.

If you have sold all your shares in CHINA PHARMACEUTICAL GROUP LIMITED, you
should at once hand this document with the accompanying proxy form to the purchaser or
to the bank, stockbroker or other agent through whom the sale was effected: for
transmission to the purchaser.

The Stock Exchange of Hong Kong Limited takes no responsibility for the contents of this
document, makes no representation as to its accuracy or completeness and expressly
disclaims any liability whatsoever for any loss howsoever arising from or-in reliance . upon
the whole or any part of the contents of this document.

PRERZESEERNE
% China Pharmaceutical
%\ Group Limited

(Incorporated in Hong Kong with limited liability)
(Stock Code: 1093)

PROPOSALS INVOLVING
GENERAL MANDATES TO REPURCHASE SHARES AND
TO ISSUE SHARES

A notice convening an extraordinary general meeting of China Pharmaceutical Group
Limited to be held at Room 3808, 38th Floor, Central Plaza, 18 Harbour Road, Wanchali,
Hong Kong on Friday, May 14, 2004 at 10:40 a.m. (or so soon thereafter as the annual
general meeting convened for the same place and date at 10:30 a.m. shall have been
concluded or adjourned) is set out on pages 6 to 8 of this document. Whether or not you
propose to attend the meeting, you are requested to complete the accompanying proxy
form in accordance with the instructions printed thereon and return the same to the
registered office of the Company at Room 3805, 38th Floor, Central Plaza, 18 Harbour
. Road, Wanchai, Hong Kong as soon as possible and in any event not less than 48 hours
" before the time appointed for holding of the meeting or any adjournment thereof.

Hong Kong, March 30, 2004




DEFINITIONS

In this document, the following expressions have the following meanings unless the

context requires otherwise:-

“Companies Ordinance”’

"Company”

“Extraordinary General Meeting"’

"Latest Practicable Date"
“Listing Rules”

"'Repurchase Proposal”

""Repurchase Resolution"

*'Share(s)"

"'Share Repurchase Rules™

the Companies Ordinance (Chapter 32) of the Laws of
Hong Kong ' '

China Pharmaceutical Group Limited, a company
incorporated in Hong Kong with limited liability under
the Companies Ordinance

the extraordinary general meeting of the Company to
be held at Room 3805, 38th Floor, Central Plaza, 18
Harbour Road, Wanchai, Hong Kong on Friday, May 14,
2004 at 10:40 a.m. (or so soon thereafter as the annual
general meeting of the Company convened for the same
place and date at 10:30 a.m. shall have been concluded
or adjourned), notice of which is set out on pages 6 to 8
of this document

March 26, 2004, being the latest practicable date prior
to the printing of this document

the Rules Governing the Listing of Securities on The
Stock Exchange of Hong Kong Limited

the proposal to give a general mandate to the Directors
to exercise the powers of the Company to repurchase
during the period as set out in the Repurchase
Resolution Shares up to a maximum of 10% of the issued
share capital of the Company as at the date of the
Repurchase Resolution v

the proposed ordinary resolution as referred to in
resolution no.l of the notice of the Extraordinary
General Meeting

share(s) of HK$0.10 each in the share capital of the
Company ' : ‘

the relevant rules set out in the Listing Rules to regulate
the repurchase by companies with primary listing on
the Stock Exchange of their own securities on the Stock
Exchange : Co




DEFINITIONS

‘‘Share Repurchase Code"
"'Stock Exchange”
"Takeovers Code”

||I_H<$n

the Hong Kong Code cn Share Repurchases
The Stock Exchange o:f Hong Kong Limited
the Hong Kong Code on Takeovers and Mergers

Hong Kong dollars, the lawfully currency of Hong Kong

i




LETTER FROM THE CHAIRMAN

TEREEEERAT
China Pharmaceutical
\ Group Limited

(Incorporated in Hong Kong with limited liability)

Executive Directors: Registered Office:
CAI Dong Chen (Chairman) ) Room 3805,
DING Er Gang 38th Floor,

FENG Zhen Ying Central Plaza,
QU Ji Guang 18 Harbour Road,
‘WEI Fu Min Wanchat,

YUE Jin Hong Kong.
Independent Non-executive Directors:

GUO Shi Chang

HUO Zhen Xing

LEE Ka Sze, Carmelo

QI Mou Jia

Hong Kong, March 30, 2004
To the shareholders,

Dear Sir or Madam,

PROPOSALS INVOLVING
GENERAL MANDATES TO REPURCHASE SHARES AND
TO ISSUE SHARES

GENERAL MANDATE TO REPURCHASE SHARES

At the extraordinary general meeting of the Company held on April 24, 2003, a general
mandate was given by the Company to the Directors to exercise the powers of the Company
to repurchase Shares. Such mandate will lapse at the conclusion of the forthcoming annual
general meeting of the Company. The Directors propose to seek your approval of the
Repurchase Resolution to be proposed at the Extraordinary General Meeting. An
explanatory statement as required under the Share Repurchase Rules to provide the
requisite information of the Repurchase Proposal is set out in the appendix hereto.

GENERAL MANDATE TO ISSUE SHARES

It will also be proposed at the Extraordinary General Meeting two ordinary resolutions
respectively granting to the Directors a general mandate to allot, issue and deal with Shares
not exceeding 20% of the issued share capital of the Company as at the date of passing the




LETTER FROM THE CHATRMAN

resolution and adding to such general mandate so granted to the Directors any Shares
representing the aggregate nominal amount of the Shares repurchased by the Company
after the granting of the general mandate to repurchase up to 10% of the issued share capital
of the Company as at the date of passing the Repurchase Resolution.

EXTRAORDINARY GENERAL MEETING

Cn pages 6 to 8 of this document, you will find a notice convening the Extraordinary
Ceneral Meeting at which ordinary resolutions will be proposed to:-

— grant to the Directors a general mandate to exercise all powers of the Company to
repurchase Shares on the Stock Exchange representing up to 10% of the issued
share capital of the Company as at the date of passing the Repurchase Resolution;

— grant to the Directors a general mandate to authorise the Directors to allot, issue
and deal with Shares with an aggregate nominal value not exceeding 20% of the
aggregate nominal amount of the issued share capital of the Company as at the
date of passing such resolution; and ‘

—  extend the general mandate which will be granted to the Directors to allot, issue
and deal with additional Shares by adding to it the number of Shares repurchased
under the Repurchase Proposal after the granting of the general mandate.

ACTION TO BE TAKEN

A proxy form for use at the Extraordinary General Meeting is enclosed herein. Whether
or not you intend to attend the Extraordinary General Meeting, you are requested to
complete the proxy form and return it to the registered office of the Company at Room 3805,
38th Floor, Central Plaza, 18 Harbour Road, Wanchai, Hong Kong not less than 48 hours
before the time appointed for holding the Extraordinary General Meeting. Completion and
return of a proxy form will not prevent shareholders from attending and voting at the
Extraordinary General Meeting if they so wish.

RECONMMENDATION

The Directors believe that all the above-mentioned resolutions to be proposed at the
Extraordinary General Meeting are in the Dbest interests of the Company and its
shareholders. Accordingly, the Directors recommend that all shareholders should vote in
favour of the resolutions set out In the notice of Extracrdinary General Meeting.

By Order of the Board
CAI Dong Chen
Chairman




APPENDIX : EXPLANATORY STATEMENT

This appendix serves as an explanatory statement, as required by the Share Repurchase
Rules, to provide requisite information to you for your consideration of the proposal to permit
the repurchase of Shares up to a maximum of 10% of the issued share capital of the Company
as at the date of the Repurchase Resclution.

This appendix also constitutes the memorandum required under Section 4SBA(3) of the
Companies Ordinance.

1. Share Capital

As at the Latest Practicable Date, the issued share capital of the Company comprised
1,538,124,661 Shares.

Subject to the passing of the Repurchase Resolutiocn and on the basis that ne further
Shares are issued or repurchased prior to the Extraordinary General Meeting, the Company
would be allowed under the Repurchase Resolution to repurchase a maximum of 153,812,466
Shares representing not more than 10% of the issued share capital at the Latest Practicable
Date.

2. Reasons for Repurchase

The Directors believe that the Repurchase Proposal is in the best interests of the
Company and its shareholders. Such repurchase may, depending on market conditions and
funding arrangements at the time, lead to an enhancement of the net assets and/or eamings
per Share of the Company and will only be made when the Directors believe that such a
repurchase will benefit the Company and its shareholders.

3. Funding of Repurchases

In repurchasing Shares, the Company may only apply funds legally available for such
purpose In accordance with its memorandum and articles of association and the Companies
Ordinance. The Companies Ordinance provides that the amount of capital repaid in
connection with a share repurchase may only be paid from the distributable profits of the
Company and/or the proceeds of a new issue of Shares, made for the purpose of the
repurchase to such an extent allowable under the Companies Ordinance.

There might be an adverse impact on the working capital or gearing position of the
Company as compared with the position disclosed in the audited accounts contained in the
annual report for the year ended December 31, 2003 in the event that the Repurchase
Proposal were to be carried out in full at any time during the proposed repurchase period.
However, the Directors do not propose to exercise the Repurchase Proposal to such extent as
would, in the circumstances, have a material adverse effect on the working capital
requirements of the Company or the gearing levels which in the opinion of the Directors are
from time to time appropriate for the Company.




APPENDIX : EXPLANATORY STATEMENT

4. Share Prices

The highest and lowest prices at which the Shares have traded on the Stock Exchange
during each of the previous twelve months before the Latest Practicable Date were as
follows:- ’

Shares
Highest Lowest
HK? HK$
2003
March 2.175 1.820
April ' 2.475 1.940
May 2.700 1.890
June ‘ .3.200 2.500
July 3.080 2.425
August . 3.100 2.600
September 2.900 2.275
October 2.825 2.375
November : 2.680 2.325
December v ‘ - 2.625 2.315
2004
January ‘ 2.800 2.450
February 2.900 2.675
March (up to Latest Practicable Date) 3.025 2.475

5. TUndertaking

The Directors have undertaken to the Stock Exchange that, so far as the same may be
applicable, they will exercise the powers of the Company to make repurchases pursuant to
the Repurchase Resolution and in accordance with the Listing Rules and the applicable laws
of Hong Kong.

None of the Directors nor, to the best of their knowledge having made all reasonable
enquiries, their associates, have any present intention to sell any Shares to the Company or
its subsidiaries under the Repurchase Proposal if such is approved by the shareholders.

No other connected persons (as defined in the Listing Rules) have notified the Company
that they have a present intention to sell Shares to the Company or its subsidiaries, or have
undertaken not to do so, in the event that the Repurchase Proposal is approved by the
shareholders.




APPENDIX EXPLANATORY STATEMENT

6. Takeovers Code

If on the exercise of the power to repurchase Shares pursuant to the Repurchase
Proposal,. a shareholder’'s proportionate interest in the voting rights of the Company
increases, such increase will be treated as an acquisition for the purpcses of Rule 32 of the
Takeovers Code. As aresult, a shareholder or group of shareholders acting in concert could
obtain or consolidate control of the Company and become obliged to make a mandatory
offer in accordance with Rules 26 and 32 of the Takeovers Code.

As at the Latest Practicable Date, Shijiazhuang Pharmaceutical Group Co. Ltd. together
with its associates were beneficially interested in 783,316,161 Shares representing
approximately 50.93% of the issued share capital of the Company. Based on such
shareholdings and in the event that the Directors exercised in full the power to repurchase
Shares pursuant to ‘the Repurchase Mandate, the shareholdings of Shijiazhuang
Pharmaceutical Group Co. Ltd. together with its associates in the Company would be
increased to approximately 56.89% of the issued share capital of the Company. The
Directors are not aware of any consequences which may arise under the Takeovers Code as
a result of any repurchases made under the Repurchase Proposal. The Company may not
repurchase Shares which would result in the amount of Shares held by the public being
reduced to less than 25%.

I. Shares Repurchase made by the Company

The Company had not repurchased any Shares (whether on the Stock Exchange or
otherwise) in the six months preceding the date of this document.




'NOTICE OF EXTRAORDINARY GENERAL MEETING

PEREEEFRAT
China Pharmaceutical
. Group Limited

(Incorporated in Hong Kong with limited liability)

NOTICE IS HEREBY GIVEN that an Extraordinary General Meeting of the Company
will be held at Room 3805, 38th Floor, Central Plaza, 18 Harbour Road, Wanchai, Hong Kong
on Friday, May 14, 2004 at 10:40 a.m. (or so soon thereafter as the Annual General Meeting of
the Company convened for the same date and place at 10:30 a.m. shall have been concluded
or adjourned) for the purpose of considering and, if thought fit, passing the following
resolutions which will be proposed as crdinary resolutions of the Company:-

ORDINARY RESOLUTIONS

1. ¢‘THAT:-

(@)

®)

(©

subject to paragraph (b) below, the exercise by the Directors of the Company
during the Relevant Period (as hereinafter defined) of all the powers of the
Company to repurchase shares of HK3$0.10 each in the capital of the Company on
The Stock Exchange of Hong Kong Limited (‘‘Stock Exchange'') or on any other
stock exchange on which the securities of the Company may be listed and
recognised by the Securities and Futures Commission and the Stock Exchange for
this purpose, subject to and in accordance with all applicable laws and the
requirements of the Rules Governing the Listing of Securities on the Stock
Exchange or of any cther stock exchange as amended from time to time, be and is
hereby generally and unconditionally approved;

the aggregaté nominal amount of shares of the Company which the Directors of the
Company are authorised to repurchase pursuant to the approval in paragraph (a)
above shall not exceed 10% of the aggregate nominal amount of the issued share
capital of the Company as at the date of this resolution, and the said approval shall
be limited accordingly; and

for the purposes of this resolution, "'Relevant Period’” means the period from the
passing of this resolution until whichever is the earlier of -

(1) the conclusion of the next annual general meeting of the Company;

(1) the expiration of the period within which the next annual general meeting of
the Company is required by law or the articles of association of the Company
to be held; and




' NOTICE OF EXTRAORDINARY GENERAL MEETING

(ii1) the date on which the authority set out in this resolution is revoked or varied
by an ordinary resclution of the shareholders of the Company in general
meeting."

2. “THAT:-

(a)

(b)

(©

(d)

subject to paragraph (c) below and pursuant to Section 57B of the Companies
Ordinance, the exercise by the Directors of the Company during the Relevant
Period (as hereinafter defined) of all the powers of the Company to allot, issue and
deal with additional shares of HK$0.10 each in the capital of the Company and to
make or grant offers, agreements and options (including bonds, warrants and
debentures convertible into shares of the Company) which would or might require
the exercise of such power be and is hereby generally and uncondltlonally
approved,;

the approval in paragraph (a) above shall authorise the Directors of the Company
during the Relevant Period (as hereinafter defined) to make or grant offers,
agreements and options (including bonds, warrants and debentures convertible
into shares of the Company) which would or might requlre the exercise of such
power after the end of the Relevant Period;

the aggregate nominal amount of share capital allotted or agreed conditionally or
unconditionally to be allotted (whether pursuant to an option or otherwise) and
issued by the Directors of the Company pursuant to the approval in paragraph (a)
above, otherwise than pursuant to (i) a Rights Issue (as hereinafter defined); (ii) an
1ssue of shares upon the exercise of rights of subscription or conversion under the
terms of any warrants of the Company or any securities which are convertible into
shares of the Company; (iii) an issue of shares as scrip dividends pursuant to the
articles of association of the Company from time to time; or (iv) an issue of shares
under any option scheme or similar arrangement for the grant or issue of shares or
rights to acquire shares of the Company, shall not exceed 20% of the aggregate
nominal amount of the issued share capital of the Company as at the date of passing
this resolutlon and the said approval shall be limited dccordingly; and

for the purpose of this resolution,

“Relevant Period” means the period from the passing of this resolution until
whichever is the earlier of:-

(1) the conclusion of the next annual general meeting of the Company;
(i) the expiration of the period within which the next annual general meeting of

the Company is required by law or the articles of association of the Company
to be held; and




NOTICE OF EXTRAORDINARY GENERAL MEETING

(iii) the date on which the authority set out in this resolution is revoked or varied
by an ordinary resolution of the shareholders of the Company in general
meeting; and '

"“Rights Issue’’ means an offer of shares open for a period fixed by the Directors of
the Company to the holders of shares of the Company on the register on a fixed
record date in proportion to their then holdings of such shares as at that date
(subject to such exclusions or other arrangements as the Directors of the Company
may deem necessary or expedient in relation to fractional entitlements or having
regard to any restrictions or obligations under the laws of, or the requirements of
any recognised regulatory body or any stock exchange in, any territory outside
Hong Kong applicable to the Company).”

3. ““THAT subject to the passing of the resolution nos.l and 2 set out in the notice
convening the meeting, the general mandate granted to the Directors of the Company
to allot, issue and deal with additional shares pursuant to resolution no.2 set out in the
notice convening this meeting be and is hereby extended by the addition thereto of an
amount representing the aggregate nominal amount of shares in the capital of the
Company repurchased by the Company under the authority granted pursuant to
resolution no.1 set out in the notice convening this meeting, provided that such amount
of shares so repurchased shall not exceed 10% of the aggregate nominal amount of the
issued share capital of the Company as at the date of the said resolution.”

By Order of the Board
CAI Dong Chen
Chairman

Hong Kong, March 30, 2004

Notes: —

1. Any member entitled to attend and vote at the meeting is entitled to appoint one or more proxies to
attend and, on apoll, vote instead of him. A proxy need not be a member of the Company.

2. other authority (if any) under which it is signed, or a notarially certified copy thereof, must be
lodged with the registered office of the Company at Room 3805, 38th Floor, Central Plaza, 18
Harbour Road, Wanchai, Hong Kong not less than 48 hours before the time appointed for holding the
meeting or any adjournment thereof.




wHEH HHEIHE

BTOEAX I A ERERC FEEEMRER - BHEH MATIRERCHEMEMES
o SRITARER - AT - BEEEETHTSCH M SRR -

| ETHERATZERESESRADRESHEY - MUAKAHIFRRZ RREER
| BEREEREFERIET  RESLRRER  UENLRE -

ERBARBFARLTEACEZATRT AR  HECRERE R T RRERNE - &
SRR LA S 2 RS T PO 2 0 2 A SRR MR P T 3 U FE T R
FIRAE -

PRREKEARLD
\ China Pharmaceutical
\ Group Limited

? (AEHBEMATZHRAT )
(Bt ARB%: 1093 )

ERMEBE KRG
BRERG
zT-mBEREzZES

FPEMNEEEGRASIN _SSNFAATNHENA EF RO+ RESEEE T BBE
18 BRPIREES 38 4% 3805 F ( AL ENEAHRME b F+HR=+2BITCREEFEAGHER
YERE ) BITRERIAY  AGESERAXGEAENH - BETIRETHERE &
HEERBEOEZETES L RERKZARBERE  HEROTEARAGREEARGBT
BERIIU /U E A FlZ BN ER - Mt R S M (T 18 B oh BB 38 4 3805

= o

=%

& —EFNF=_H=+H




E =

LAXBGN BRXASAEME S THAREATHEA:

CA BB

/N1

TREEIAS

"REEETITHE
FEmRAL
TEEZE,
FREEIREAZK

27

T E A

NEED > BEEPFIBE=1T"F

HENEEEERAT —HRARB AT RO & LR
IZHRAFE

AATBR-BBRNEEHHNEEHE FF TS

REEEEFEEE 18 5P ERES 38 #3805 E (HAL
BRFEI ARME LA TR =BT RRBEFEFAGRE
HEERER ) BTCRERIAE  KRGHESENEEF
BAEENE '

—mENES Ao AH B IR B B
FEE - :

BFHRBARPHERATES LR
BRYESE—REEE - DUTEALEIRES - ERER
BEMBPHABER S ENBERBREREBALT

EBTRAE 10% ZRin

BRERFIAGESHEE | BRBEFTAGFREZLERBR
EES

AN EI A R A R T 0.10 ¥ETT 2 Bt

DB T (F R £ B — iR 2 A SR s E A

sy R A REE




TRy REEISFE
PR
T STRY

T¥TT

7 v ARSI 42 57 B
BRBA R EHERAT
Frvs N AGRE B & PRl

BT BECEERE

i




E®®

TEEEEERR LT
% China Pharmaceutical
\ Group Limited

| (REfumALZERNa)

PATEFE: MM EF R

BRE(XF) Fik
TZH B
EiRE HEEE 18 R
iR 48 hERET
BnEE 38 18
B 3805 E
B EHATEF:
=101
EREAE
FE+L
jECs
WEE:
E BB E K MG
EBETHR®

Z—mREzE

wﬁ

BE R z—miRE

ARERZBEF=ZFMNA+HNHBTIRERIAG L  EREGERT-H-KRRE - 7
TTEARBZEABE R - —REGBTZAXFRFEFAGHER » LAREESEK - &
HEgBRSRK ETHESRBRREFIAGRECHEERERE - — RO RGFNFEGEH
BEBEATRE R RPN R A S 2 A -

BTRBZ—RRE

RERFNAG LT SRENETBREE > 2R TESE —RBELESE - HITRR
BAEBALFIRRBEREERAEACETRA 20% <R UEAFMRTFTEEGZIHER




ERE A&

¥ ARRERTERRSERALNFARBERBEZEBAEHCRITRALZ 10% RiTZ—HR
> KATEEZRDIMAZRRER -

R E4FRIRE
ANHEEAENRREFRHERENAGIRES  EZAG LREEUTHEREE:

- PBTERg-BREE LITEARALTZEEN  EEXHERERS EEERBEERR
EHALNBERITRA 10% 2B

- BTESG-REHE DHHEEESESR - [FTRRERG - MRITRECEERET
BRNZRBAREHRE AL ERTRAEERE 20% <kt &

- BROTEBRTESSUESR  [TRRBEIMO 2 —KRE  ARRERT -RERHE
% BREBBOZBEREZROBBMARERENA -

BHRERZ1T8)

AR EARREFIAGZAREERR - HTERSTHERREIAS 86
HZRRETRE  UNREFIAGREEMEGEEBTREAN A/ NBIBERALFZE
TSR - it REEEFEEE 18 RHEEE 38 #3805 £ - HZARERRELERBE
BV HS EREREEIAGIENG LIRE -

HERER

EHGH M ERRENRERIAGRECRBEIF S AT REREZRERR -
I EEgERERRRREERRESIAGESERIREE -

HEL
AR AR
AREEGG
xR
ERE

FE - _EENF=A=+H




B & ‘ R OBH M

AH S BBERGHUFREZRYERE - 1 B TRERHELEZER > UESRRHHERER
LERBERBEERREBALFATRITRE 10% 2K - '

AH SRR A BIERISE 49BA) BRETHEFEHZHES
1. B&XK

REREEETITES  RABCERITIRAR 1,538,124,661 Bk °

EEERBEZERRCHET  RERESNAGBTIERE—SROTEEKRL - Bl
AATIRBHEEIREEBHRE RS 153,812,466 IREH » IS AEESEBERAITEHHEAL
BEBITRA 10% -

2. BEZER

EFgHE  BERBFSAQRURERRZRENR - WEBEINERSAL GRS
BHER/REN HARFERCHBBEARESZHNE  LENEEGFEREIBOGET
AR F R HEA R AT T - '

3. RAUBRZES

AAEEERRER R - BRBEZESOERBANTZA SERER AR MR E AT R
PIREEL AR B2 PEX - REERAFE  NEERORATEEZ R LEER TR
HEEFZIRILT > BBA AR AR B R / B El i fo T B 1T H I 13 e sRBE AT -

ERBCHENMEANEZETEBREER  TEFHAQAZEETERE A A ELREK
THEE (HRBE-EF=S+-"A=+—HIEEFENIRELEEMEBEZEL) - &
- BERETETERRESR DBESERMALAHEAMCEEESRBAAHELEGAK
M EFFIRE -

jiv




Bi¥ #%

iR BB R

o BBES

RRBERTITHR T SEA - RREBRRAZSARBRRIERKENT:

—EE=E

™A

HA

AR

+H

A=

LA

+A
+—K
+=H
—ETNE
—HB

—R
ZR(BERBREETITESE)

5. 7R

2.175

2.475
2.700

3.200

3.050
3.100
2.900
2.825
2.650
2.625

2.800
2.900
3.025

Rz 15

1.820
1.940
1.990
2.500
2425
2.600
2.275
2.375
2.325
2.375

2.450
2.675
2475

EEGCAMZAELAR  £TEALTAEIETRESEER - AEARARNREE

A HESRBRBERERRER TR R E BB EET -

ERERETMERER ( RIEE Y SEERRRNERM ) HBRATEERREIERD

BEE HEEMROTALRANEKBAR -

ALFAEBEREA L (HEHRAZER ) EBH > HEEITERESRD FIER R
ElE#EE  HERGTALFENANBATE  HCAETGAALBREMBLAR L ERN -




B % R BH B

6. WREFRI

HERBEERTERIBERGE  —URREAD S ZREEFT SRS AR Y
e RUCESTASE 32 RS - BERINIER—HKREERE - Wit - £ — M RER—BITE
ZEUBRRIREGESREE LN ARQ T LG - WABRUBGETE 26 & 32 R HARK
REEEER -

REgRBERAITEN GRENREEEERAGEFAERRALERIER 783,316,161 K&
e MR AEALTERITRA 50.93% - REFFREREEESGRBBERETESTE
JEERY  AFRHEREEEFRLFAEREBBALRAZFACHRESENERLFCHRT
AR 56.59% - BEBGHA > RBBRRRETCENERROIEETGIREBTITZ
AT - FMERRNEERARALTCHRERSER 25% @ BIRLRR A REE RS -

7. FABEFZRGEBEEER

ERREETHBFIAERR  AABEEERZ S B EEke -




BRESHNKXERS

PENMELEEFE LT
, China Pharmaceutical
% Group Limited

T o(nEmemALzARAd)

Eﬁ%ﬁﬁﬁ%ﬁ%:ggﬂﬁﬁﬁ+mEE%EL@+%E+%EE§%EE%@%18
SRhERE 38 #3805 E ( AL FREHRIE LA HR =T BT RFEEFAGHNEAS
BRER ) BITRESIAY  #UZRAMNBEBTIIREERA LT TBRBREIREBRE:

EEARBEE

1. &

(2)

(b)

(©)

ETZ () BZHRRET  —BEREGRHERERALFESEREHEM ( EERTXO A
TERAXEIMERES  EEEBRAXREMERAT (TBRF, ) RARBZEF IR
MBS EEEHERE G R 2 EAEMEHREA - #BATHE
i B R B A P 3 E RIS M A MBS R ST RHERT HE - BEA LT R
AP EREE .10 EITZRE:

ARFEBEKRE X (o) B AAEBEZA LR RCEEGEI SEAAATRA
REXEBREACHRITRAEERSR 10% W LE#H#RAZTHEERY: &

RARBEMS - AR, BEHARBEREEREHEETI =BT REZHEAIL
ZHAR:

() AAFTEBRFEFAGERE

(i) BHHALRZHEHBERMUREFAAREABHTERRBFAG LHRERZ
B &




BREBHNXEES

(i) AOTRENEFRAY LEREBRBEBERETARBRAGLZEELE -

2. TEpEE:

(2)

(b)

(c)

(d)

AT (c) RZRET @ IRBOFEBIE 57B - —REEFRGHEFLFTEETERE
BIHARD ( EHR T ) MITHAQFMEHS  DES - BTREEAAFRATER
H{E 0.10 EIUZ R - UIFHRBTRERAETETEZEENZERER
BN ERE ( BETEHRALERRZARIES - RREERESR )

tiﬁg&iﬁ@ﬁﬁKﬁﬁ%gémﬁW%@(E%%TK)WW&%&&%E&W
REFENARPMERRITEZSFENZIERER - BB IERE (AETERELT
in < DRSS - R RS ) '

FATESGRE LY ) B HERSNEEEREEERERSR ( TRESKRER
BAESR AR RES ) RETRAEERA (EFEE O EEFR (EBRT
)5 (i) RIS A I (TRE R B ST (T AT B A 2 R o2 (AT B 2 M
MRS T EMBTRG i) REAA T TR EGEEMALR R EHT
B 3 (iv) R EAE RO ERBTAA TR RTRBAA TR G 2 ARRE
HESENERTRITREG ) - MEEARAREEERAY AAATERTRAEE
WEEL 20% © T ERHHERES LBERE R

RARBRENS -
"HEIAM ) BRARBEERREHEE T ZFHEREZHHE ZHIR:
() ALETEBREEEAGHERE:

w)E%ﬁ$ﬁﬂZﬁﬁ%%%%ﬁiﬁﬁﬂﬁ@ﬁ?@&%ﬁikéz%ﬁﬁﬁz
H: X




REBFIXERSE

3.

(i) FARRRRERAG HEREERRARREXETARBEMLZBECR &

TECEHR ) HERALSESGRAESBERN  mREECHRARELM AL
BOREARRSERIHRILIREFERGZER (RALRAERETRRERK
HEEELSMIEERNRAL R ZEPATE CREIREE - ST T E BRI
EFRRARIAE  FHEFRLEREE R EREMZHE ) - |

TBNERFBHARGBEEMEBZE | RE 2 BREREIAE BENMANERAAFRE
BHEARGZESHEZE | BABEBEZEENBRZAAFRBRAT IRDHEEMEEZ
HE DEARBEHARGCREMBZE  BEREBAXETALAFTES GRS - BITRRE
HENR G —RIZE > EEBECHEISERR LRRERERRAE AALTZERT
B A BRI 10% ©

REEGM
iR
8%

0l

&H > _ZEENF=A=1+H

fiex:

ABELFE LERGRNEG ERECRE  STRERE AR S HARAELE » ARRFERRFHAHE
F - REARBARALTZREK -

REZERBERRESBEARBIREERAMIE (0F ) RELBASEERCSEERRE

NHEZEIAE  REBEARAGREFTEe BTN/ VNS EARA T E SR - it TR
friEisiE 18 SRPIERES S 38 123805 F - AREX -

AN

R R PP L AT T T S AN T R T T T




N © BREEEHERAT
China Pharmaceutical
Group Limited

INTERIM REPORT 2003




INTERIM FINANCIAL REPORT

Condensed Consolidated Income Statement
For the six months ended June 30, 2003

Notes

Turnover
Cost of sales

Gross profit

Other operating income
Distribution costs
Administrative expenses
Other operating expenses

Profit from operations 4
Finance costs
Share of profit of a jointly

controlled entity

Profit before taxation
Income tax expense 5

Profit before minority interests
Minority interests

Profit attributable to shareholders

Earnings per share 1
Basic

Diluted

For the six months

ended June 30,

2003 2002
HK$’000 HK$'000
(Unaudited) (Unaudited)
1,360,282 705,193
(176,210) (510,690)
584,072 194,503
5,391 8,883
(44,684) (12,110)
(101,015) (58,587)
(6,249) (2,070)
431,521 130,619
(14,515) (12,725)
3,050 4,081
425,996 121,975
(65,356) (19,789)
360,640 102,186
(1,279) (1,025)
359,361 101,161
23.92 cents 8.12 cents

23.43 cents

8.00 cents



Condensed Consolidated Balance Sheet
At June 30, 2003

6.30.2003 12.31.2002
HK$’000 HK$'000
Notes (Unaudited) (Auditeqd)
Non-current assets
Property, plant and equipment 8 1,523,341 1,545,409
Intangible assets 9 81,294 83,490
Goodwill 58,750 60,296
Investment in a jointly
controlled entity 23,119 20,809
Loan receivable 2,245 2,245
1,688,749 1,712,249
Current assets
Inventories 302,798 274,936
Trade and other receivables 10 497,858 421,582
Notes receivable 147,357 120,712
Loan receivable 195 795
Trade receivables due from .
related companies 33,311 91,046
Amount due from a jointly
controlled entity 6,472 3,203
Bank balances and cash 372,591 324,274
1,361,182 1,236,548
Current liabilities
Trade and other payables 11 471,082 502,033
Notes payable 84,191 -
Taxation payable 30,624 16,095
Bank loans — due within one year 12 342,117 543,338
928,614 1,061,466
Net current assets 432,508 175,082
Total assets less current liabilities 2,121,251 1,887,331
Minority interests 8,855 9,809
Non-current liabilities
Bank loans - due after one year 12 50,040 84,385
2,062,362 1,793,137
Capital and reserves
Share capital 13 150,221 150,221
Reserves 1,912,141 1,642,916
2,062,362 1,793,137



Condensed Consolidated Statement of Changes in Equity
For the six months ended june 30, 2003

Non-
. Share Share  Goodwill Translation distributable Accummlated
capifal premium  reserve  reserve reserves profits Total
AK§'000  HK$'000  HK$'000  HK$'000 HKS'000 HK$'000  HK$'000
(Note 13)
At January 1, 2002 124,045 836292  (167.254) 2,892 92,936 432,931 1,321,642
Exercise of share options 4,265 23,084 - - - - 21,349
Share 1ssue expenses - (71) - - - - (M)
Transters, net of minonty
interests' share - - - - 41,534 (41,534) -
Profit attributable to
shareholders - - - - - 101,161 101,161
Dividend paid (note 6) - - - - - (44,656)  (44,656)
AtJune 30, 2002 128,310 859,305 (167.254) 2,892 134,410 447902 1,405,428
Issue of shares on
acquisition of
a subsidiary 21011 238,832 - - - - 260743
Share 1ssue expenses - (12) - - - - (12)
Transfers, net of minority
Interests’ share - - - - 3,206 (3,205) -
Profit attnbutable to
shareholders - - - - - 126,981 126,981
At December 31, 2002 180221 1098125  (167,254) 2,692 137,675 571678 1793137
Transfers, net of minority
Interests' share - - - - 29,109 (29,109) -
Profit attnbutable to
shareholders - - - - - 359,361 359,361
Dividend paid (note 6) - - - - - (90,136) - (80,136)
At June 30, 2003 150221 1098125  (167,254) 2,692 166,784 811,194 2,062,362
Attributed fo:
- The Company and
subsidiaries 150221 1088125  (160,130) 2,585 163,219 188233 2,042,313
- Jomtly controlled entity - - (1.124) 107 3,505 23,561 20,049

150221 1098125 (167,254) 2,692 166,784 811794 2,062,362

Note: The non-distributable reserves represent statutory reserves appropriated from the
profit after taxation of the Company’'s PRC subsidiaries and jointly controlled entity
under the PRC laws and regulations.




Condensed Consolidated Cash Flow Statement
For the six months ended June 30, 2003

For the six months

ended June 30,
2003 2002
HK$’000 HK$'000
(Unaudited) (Unaudited)
Net cash from operating activities 421,921 158,478
Net cash used in investing activities (54,562) (91,428)
Net cash (used in) from financing activities (325,042) 10,323
Net increase in cash and cash equivalents 48,3117 17,373
Cash and cash equivalents brought forward 324,214 179,718

Cash and cash equivalents carried forward

Bank balances and cash 372,591 257,151

Notes to the Condensed Financial Statements
For the six months ended June 30, 2003

1.

Basis of preparation

The condensed financial statements have been prepared in accordance with
Statement of Standard Accounting Practice (“'SSAP') No. 25 “Interim
Financial Reporting’’ issued by the Hong Kong Society of Accountants and the
applicable disclosure requirements set out in Appendix 16 to the Rules
Governing the Listing of Securities on The Stock Exchange of Hong Kong
Limited ("'Listing Rules").

Principal accounting policies

The condensed financial statements have been prepared under the historical
cost convention.

The accounting policies adopted are consistent with those followed in the
preparation of the Group’s annual financial statements for the year ended
December 31, 2002 except as described below.

Income taxes

In the current period, the Group has adopted SSAP 12 (Revised) ‘Income
Taxes". The principal effect of the implementation of SSAP 12 (Revised) is in
relation to deferred tax. In previous years, partial provision was made for-
deferred tax using the income statements liability method, i.e. a liability was
recognised In respect of timing differences arising, except where those

4




timing differences were not expected to reverse in the foreseeable future.
SSAP 12 (Revised) requires the adoption of a balance sheet liability method,
whereby deferred tax is recognised in respect of all temporary differences
between the carrying amount of assets and liabilities in the financial
statements and the corresponding tax basis used in the computation of
taxable profit, with limited exceptions. In the absence of any specific
transitional requirements in SSAP 12 (Revised), the new accounting policy has
been applied retrospectively.

The adoption of SSAP 12 (Revised) has had no material effect on the results for
the current or prior accounting periods and, accordingly, no prior period
adjustment is required.

Segment information
Business segments

The Group reports its primary segment information by products which are
bulk drugs, including penicillin series, cephalosporin series and vitamin C
series, finished drugs and others. Segment information about these products
1s presented below:

For the six months ended June 30, 2003
Bulk Drugs

Penicillin - Cephalosporn~ VitaminC  Finished
series series serles Drugs Others  Elmmations  Consolidated
HK$'000 HEP000  HK$000  HES000  HK§O000 HK$'000 HK$'000

TURNOVER
External sales 306,319 261,884 424,688 366,198 1,193 - 1,360,282
Inter-seqment sales 102,657 52,074 - - - (154,131) -

TOTAL TURNOVER 408,976 313,958 424,688 366,198 1,163 (1473)) 1,360,282

SEGMENT RESULT 86,821 53,650 244,959 51,143 19 443,252
Unallocated corporate expenses (5131
Profit from operations 431521
Finance costs (14,575)
Share of profit of a jintly

controlled entity _ 3,050
Profit before taxation 425,996
Income tax expense (65,356)
Profit before minoriy interests | 360,640
Mmority interests (1,219)
Profit aftributable to shareholders © 359,361

Inter-segment sales are charged at prevailing market rates.

5




For the six months ended June 30, 2002

Bulk Drugs
Penicilin - Cephalosporim ~ VitaminC ~ Finished
series Series series Drugs Others  Elminations Consolidated
HK§'000 HK§000  HKS'000  HK$'000  HK$000  HK$'000  HK$'000
TURNOVER
External sales 213113 268,996 159,040 - 3,444 - 105,193
Inter-segment sales - - - - - - -
TOTAL TURNOVER 213,113 266,996 159,040 - 3,444 - 105,193 -
SEGMENT RESULT 60,594 62,307 14,322 - (219) 137,004
Unallocated corporate expenses (6,385)
Profit from operations 130,619
Finance costs (12,725)
Share of profit of a jointly
controlled entity 4,08
Profit before taxation 121,975
[ncome tax expense (19,789)
Profit before minority inferests 102,186
Minonty interests (1,025)

Profit attributable to shareholders

Inter-segment sales are charged at prevailing market rates.

Geographical segments

101,161

Segment information about the Group's operations by geographical market is

presented below:

The People’s Republic of China (the "PRC")

Asia other than the PRC
Europe

America

Others

For the six months

ended June 30,
2003 2002
HK$’000 HK$'000
974,236 543,060
146,873 54792
96,655 52577
91,108 44,548
51,410 10,218
1,360,282 705,193



Contribution to profit by geographical market has not been presented as the
contributions to profit from each market is in line with the overall Group ratio

of profit to turnover.

Analysis of carrying amounts of segment assets and capital expenditure are
not presented as over 90% of the amounts involved are in PRC.

Profit from operations

Profit from operations has been arrived at
after charging (crediting):

Allowance for bad and doubtful debts

Amortisation of intangible assets included
in administrative expenses

Amortisation of goodwill included in
administrative expenses

Depreciation and amortisation

Research and development expenses

Bank interest income

Income tax expense

The charge comprises:

PRC income tax

Share of taxation of a jointly controlled entity

For the six months

ended June 30,
2003 2002
HK$°000 HK$'000
- 5,450
6,873 7,566
1,546 -
63,111 47,359
586 -
(119) (480)

For the six months

ended June 30,
2003 2002
HK$’000 HK$'000
64,616 19,265
740 524

65,356 19,789

No Hong Kong Profits Tax is payable by the Company or its Hong Kong
subsidiaries since they had no assessable profit for the period.

Pursuant to the relevant laws and regulations in the PRC, the Group's PRC
subsidiaries are entitled to an exemption from PRC income tax for the two
years starting from their first profit-making year, followed by a 50% reduction
for the next three years. The taxation charge for the period represents
provision for PRC taxation which has taken into account of these tax

incentives.




The jointly controlled entity, which was established in the PRC, is also entitled
to similar PRC tax relief as the above subsidiaries.

There was no significant unprovided deferred taxation for the period or at the
balance sheet date.

Dividend

At a meeting on August 12, 2003, the Directors of the Company declared an
interim dividend of HK7.0 cents per share for the six months ended June 30,
2003 (2002 interim dividend: Nil). The interim dividend will be payable on
September 26, 2003 to shareholders whose names appear on the register of
members of the Company on September 5, 2003.

During the current period, a dividend of HK6.0 cents per share (January 1,
2002 to June 30, 2002: HK3.6 cents per share), amounting to a total of
HK$90,136,000 (January 1, 2002 to June 30, 2002: HK$44,656,000) was paid to
shareholders as the final dividend for the year ended December 31, 2002.

Earnings per share

The calculation of the basic and diluted earnings per share for the period is
based on the following data:

For the six months
ended June 30,
2003 2002
Profit attributable to shareholders HK$359,361,000 HK$101,161,000
Weighted average number of ordinary shares
for the purposes of basic earnings per share 1,502,212,661 1,245,580,163
Effect of dilutive potential ordinary shares _
in respect of share options 31,350,946 19,661,140

Weighted average number of ordinary shares
for the purposes of diluted earnings per share 1,533,563,6017 1,265,241,303

Additions to property, plant and equipment

During the current period, the Group spent approximately HK$36,163,000 (December
31, 2002: HK$303,015,000) on acquisition of property, plant and equipment.

Additions to intangible assets

During the current period, the Group spent approximately HK$4,677,000 (December
31, 2002: HK$9,269,000) on acquisition of intangible assets.
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10.

11.

12.

Trade and other receivables

The Group has a policy of allowing a credit period from 60 days to 90 days to
its trade customers. An aged analysis of trade receivables is as follows:

0to 90 days
91 to 180 days
181 to 365 days

Other receivables

Trade and other payables

An aged analysis of trade payables is as follows:

0to 90 days

91 to 180 days

181 to 365 days
More than 365 days

Other payables

Bank loans

6.30.2003 12.31.2002
HK$’000 HK$'000
340,895 279,985
20,746 26,938

- 608

361,641 307,531
136,217 114,051
497,858 421,582
6.30.2003 12.31.2002
HK$’000 HK$'000
248,841 297,548
32,208 34,167
24,614 27,263
2,061 29,409
307,724 388,387
163,358 113,646
471,082 502,033

During the current period, the Group obtained new bank loans in the amount
of approximately HK$144,060,000 (December 31, 2002: HK$515,843,000).
The loans bear interest at market rates and were used to finance the general

operations of the Group.




13. Share capital

Number of
shares Value
HK$'000
Ordinary shares of HK$0.10 each
Authorised:
At January 1, 2002 1,500,000,000 150,000
Increase in authorised share capital (note a)  1,500,000,000 150,000
At June 30, 2002, December 31, 2002
and June 30, 2003 3,000,000,000 300,000
Issued and fully paid:
~ balance at January 1, 2002 1,240,447,2179 124,045
— exercise of share options (note b) 42,654,000 4,265
At June 30, 2002 1,283,101,279 - 128,310
~ 1ssue of shares in consideration for
the acquisition of a subsidiary (note c) 219,111,382 21,911
At December 31, 2002 and June 30, 2003 1,502,212,661 150,221

During the pericd, the following changes in the authorized and issued share
capital of the Company took place:

(@)

Pursuant to an ordinary resolution passed at an extraordinary general
meeting held on May 27, 2002, the authorised share capital of the
Company was increased from HK$150,000,000 to HK$300,000,000 by the
creation of an additional 1,500,000,000 ordinary shares of HK$0.10 each
in the Company. These shares rank pari passu with the then existing
ordinary shares in all respects.

(b) During the period ended June 30, 2002, 22,174,000 and 20,480,000 shares

©)

options were exercised at a subscription price of HK$0.67 and HK$0.61
per share, respectively, resulting in the issue of 42,654,000 ordinary
shares of HK$0.10 each in the Company.

In April 2002, the Company entered into an agreement with SPG and one
of its subsidiaries for the acquisition by the Company of the entire issued
share capital of Zhongnuo Pharmaceutical (Shijiazhuang) Co. Ltd.
(""Zhongnuo'). The consideration was satisfied by the issue and
allotment of 219,111,382 shares of HK$0.10 each in the Company to SPG
(the “"Consideration Shares’’). The investment cost in Zhongnuo as stated
in the financial statements amounted to approximately HK$260.7 million
as the Consideration Shares was accounted for by using the market price
of HK$1.19 per share on the completion date of the acquisition.

All the ordinary shares issued during the period ranked pari passu with the
then existing ordinary shares in all respects.
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14. Acquisition of a subsidiary

15.

16.

On February 19, 2003, the Group acquired entire issued share capital of
Shijiazhuang Pharmaceutical Group Pharmaceutical Technology
Development Company Limited for a consideration of approximately
HK$17,250,000 which was satisfied by the Group’s internal resources.

HK$'000
Net assets acquired:
Property, plant and equipment 12,290
Other receivables 6,001
Inventories 6,179
Bank balances and cash 1,858
Other payables (9,078)
17,250

Satisfied by:
Cash paid on acquisition 17,280
Bank balances and cash acquired 1,858
Cash paid on acquisition (17,250)
Net outflow of cash and cash equivalents '

in connection with the acquisition of a subsidiary (15,392)

The subsidiary acquired during the period ended June 30, 2003 did not have
a material contribution to the net cash flows and results of the Group.

Capital commitments

At the balance sheet date, the Group had the following capital commitments:

6.30.2003 12.31.2002
HK$’°000 HK$'000
Capital expenditure contracted for but not
provided in the financial statements
In respect of acquisition
of property, plant and equipment 128,884 62,309
Pledge of assets

At the balance sheet date, the Group had pledged all its equity interests in
one of its wholly-owned subsidiary, Weisheng Pharmaceutical (Shijiazhuang)
Co., Limited, to a bank to secure bank loan granted to the Company.

11




17.

18.

Post balance sheet event

On July 7, 2003, the Group entered into an agreement with Shijiazhuang
Municipal Second Pharmaceutical Factory, an associate of SPG, for the
acquisition of production facilities including, among others, machinery and
equipment for the purpose of manufacture of pharmaceutical preparation
products and bulk pharmaceutical products for a consideration of
RMB16,292,850 (equivalent to approximately HK$15,400,000). Details of this
connected transaction was disclosed in a press announcement dated July 7,
2003.

Connected and related party transactions and balances

During the period, the Group had significant transactions and balances with
related parties, some of which are also deemed to be connected parties
pursuant to the Rules Governing the Listing of Securities on the Stock
Exchange. The significant transactions with these companies during the
period, and balances with them at the balance sheet date, are as follows:

(I) Connected parties

For the six months
Nature of transactions/ ended June 30,
Name of company balances 2003 2002
HKS$'000 HK$'000
SPG Group Sale of finished goods (note a) 4,844 18,149
Purchase of raw materials (note a) 19,663 10,274
Service charges payable relating to 2,174 2,328
administrative, selling, utility,
energy, community, land use rights
and other supporting services
and factlities (note b)
Interest expenses on loan from SPG - 1,696
{note ¢)
Processing service charges (note d) 21,515 -
Acquisition of a subsidiary (note €) 17,250 -
Guarantee given by SPG (note f) 150,000 180,000
6.30.2003 12.31.2002
HK$°000 HK$'000
Trade receivables due from
the SPG Group 33,311 91,046
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(II) Related parties, other than connected parties

For the six months
Nature of transactions/ ended June 30,
Name of company balances 2003 2002
HK$'000 HK$'000
Huarong, a jointly controlled Purchase of raw materials (note g) 18,973 18,647
entity of the Group
Provision of utility services
by the Group (note h) 305 -
6.30.2003 12.31.2002
HK$'000 HK$'000
Balance due from (to) Huarong
- trade payables 4,619) (2,804)
- non-trade receivables (note i) 11,151 6,007
Notes:

(&
(b)

(©

(d)

(e)

®

(@
(h)

®

The transactions were carried out with reference to the market prices.

Pursuant to the service agreements entered into between the Group and the
SPG Group, the service fees paid by the Group to the SPG Group for all
composite services, other than the provision of utilities, were based on the
nature and actual costs incurred by the SPG Group. For the provision of
utilities, the service fees paid were based on the actual costs of the utilities
incurred by the Group plus 2% as the handling charge.

SPCG made a long-term loan advance to a subsidiary of the Group during the
year ended Decembper 31, 2001 and which was fully repaid during the year
of 2002. The loan carried interest at bank borrowing rate as quoted by the
People's Bank of China.

Pursuant to the processing service agreement entered into by the Group
and the SPG Group, the Group paid processing service fee to the SPG
Group based on the actual costs incurred on the services provided by the
SPG Croup.

On February 19, 2003, the Company entered into an agreement with SPG
and one of its subsidiaries for the acquisition by the Company of the entire
issued share capital of Shijiazhuang Pharmaceutical Croup Pharmaceutical
Technology Development Company Limited for a consideration of
approximately HK$17,250,000 which was satisfied by the Group’s internal
resources. The acquisition was completed in June 2003. Details of this
connected transactions were disclosed in a press announcement dated
February 19, 2003.

The guarantee was given by SPG to a bank to secure a bank loan granted to
the Company.

The transactions were carried out with reference to the market.

The service fee paid in relation to the provision of utilities were based on
the actual costs of the utilities incurred by Huarong.

The amounts are unsecured, interest-free and repayable on demand.
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BUSINESSS REVIEW AND PROSPECTS
Results

For the first half of the year, the Group reported a turmover of HK$1,360,282,000
and a profit attributable to shareholders of HK$359,361,000, representing
increases of 93% and 255% from those of the same period last year respectively.

For the period under review, vitamin C series was the largest contributor to the
growth in profit of the Group. With the acquisition of the production lines for
finished drugs last year, the Group’'s product range has been expanded to
include end user products. The finished drug business accounted for more than
28% of the Croup's turnover for the period, marking the initial success of our
strategy to transform from a bulk pharmaceutical enterprise to one that
encompasses both bulk and finished drug businesses.

Penicillin Series

The output of penicillin reached 2,542 tonnes for the period, representing an
increase of 41%. In view of the upsurge in the market demand for downstream
products of penicillin, the Group increased the output of amoxicillin by 102% to
510 tonnes during the period to cater to market needs. The turnover of the series,
after deducting those used in the manufacturing of the Group's finished drugs,
increased by 12%, accounting for 23% of the Group’s turnover. As a result of
further cost reduction, the gross profit margin for the period increased by 6.8
percentage points from that of the same period last year.

1-ACA and Cephalosporin Series

The output of 7-ACA for the period reached 314 tonnes, representing an increase
of 52%. After deducting those used in the manufacturing of the Group's finished
drugs, the turmover of the series decreased by 3%, accounting for 18% of the
Group's turnover.

With the rising medication standard of the people in the PRC, the domestic
market of cephalosporin products is achieving rapid growth. Owing to the
intensified competition brought by increased output of the Group and other
competitors, the gross profit margin of the series was lowered by 1.3 percentage
points when compared with that of the same period last year. However, the
Croup has enlarged its market share.

Vitamin C Series

The output of vitamin C for the period amounted to 7,227 tonnes, representing an
increase of 11%. Leveraging a significant price rebound, the turnover of the
series increased by 167%, accounting for 31% of the Group's turnover. The gross
profit margin of the series increased by 47.2 percentage points from that of the
same period last year, making the series the largest contributor to the rapid
growth of the Group's results.
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Finished Drug Series

Our finished drug business reported a turnover of HK$366,198,000, accounting for
27% of the Croup's turnover. Meanwhile, by adjusting the product mix and
taking advantage of the lower costs of bulk drugs, the Group achieved a gross
profit margin of 28.9% in this business segment for the period, which represented
an increase of 2.2 percentage points from that of last year.

Acquisition of Assets

During the period, the Group completed the acquisition of a research and
development company from the parent company with a view to enhancing the
capability of the Croup In developing new drugs. The Group has also been
actively seeking opportunities to acquire other pharmaceutical entities with
potential in the PRC in order to strengthen the Group's competitive power.

Capital Investment

During the period, the Group initiated the construction of a new vitamin C
production line with a capacity of 15,000 tonnes per annum. It is expected that
operation of the line will commence in the second quarter of next year. The
construction of a production line for butylphthalide has alsc commenced.

Outlook

1. It is expected that there will be some downward adjustment of the price of
vitamin C products in the second half of the year. The Group has, since the
beginning of the year, started to adjust its sales strategy. In a bid to
maintain a steady revenue stream, the Group has directed its focus to the
development of overseas end-user markets and has made efforts to secure
long-term contracts with major customers. The Group will also continue to
apply new technology to lower its production cost. The Group believes that
it will be able to capture a larger market share in the new round of
adjustment to the vitamin C market.

2. The Group has been working on quality improvement of its products. While
maintaining and enhancing product quality, the Group will actively apply
for certain necessary accreditation for its products, with a view to
establishing a presence in overseas markets for high-end products and
enhancing the gross profit margin of its current products.

FINANCIAL REVIEW

At the interim period end date, the Group's total bank borrowings was HK$393
million, a decrease of HK$235 million as compared to HK$628 million at the last
year end date, and the maturity profile spread over a period of two years with
HK$343 million repayable within one year and HK$50 million within the second
year.
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Gearing ratio was 1%, which was calculated on the basis of the Group's net bank
borrowings (after deducting bank balances and cash of HK$373 million) over
shareholders’ funds at the interim period end date.

The majority of the Group's bank borrowings, approximately 75% at the interim
period end date, was in Renminbi with the remaining balance in Hong Kong
dollars. As the Croup derives its revenue mainly in Renminbi, its exposure to
foreign exchange rate fluctuations is not significant.

EMPLOYEES

At the interim period end date, the Group has approximately 6,958 employees,
the majority of them are employed in the PRC. They are remunerated at market
level with benefits such as medical, retirement benefit and share option scheme.

DIRECTORS’ INTERESTS IN SECURITIES

(i) AsatJune 30, 2003, none of the directors or their associates had any personal,
family, corporate or other interest in the ordinary shares of the Company
(other than the share options mentioned below) as recorded in the register
required to be kept under section 352 of the Securities and Futures
Ordinance (‘'SFO").

(1) A summary of the movements of share options during the period (including
the options held by directors) is as follows:

Number Number

of share Lapsed of share

options during options

Date Exercisable Exercise outstanding the outstanding

Name of grant period  price atl.1.2003 period at6.30.2003

CaiDong Chen 3.27.2000 9.28.2000tc HK$0.62 10,000,000 - 10,000,000
9.27.2003

8.15.2001 2.16.2002to HK$0.61 5,000,000 - 5,000,000
5.26.2004

DingErGang 3.27.2000 9.28.2000tc HK$0.62 5,000,000 - 5,000,000
9.27.2003

8.15.2001 2.16.2002t0 HK$0.61 3,000,000 - 3,000,000
5.26.2004

QujJiGuang  2.19.2000 8.20.2000to HK$0.67 1,304,000 - 1,304,000
8.19.2003

8.168.2001 2.16.2002t0 HK$0.61 3,000,000 - 3,000,000
5.26.2004

Wei Fu Min 8.15.2001 2.16.2002t0 HK$0.61 4,304,000 - 4,304,000
5.26.2004

Yue Jin 2.19.2000 8.20.2000t0 HK$0.67 1,304,000 - 1,304,000
8.19.2003

8.15.2001 2.16.2002to HK$0.61 3,000,000 - 3,000,000
5.26.2004
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Number Number
ofshare  Lapsed of share

options during options

Date Exercisable Exercise outstanding the outstanding

Name of grant period price at1.1.2003 period at6.30.2003

Liu Yi (Note I) 2.19.2000 8.20.2000to HK$0.67 1,306,000 - 1,306,000
8.19.2003

8.15.2001 2.16.2002to HK$0.61 3,000,000 - 3,000,000
5.26.2004

Wang Xian Jun 3.27.2000 9.8.2000to HKS$0.62 5,000,000 5,000,000 -
(Note 2) 9.27.2003

8.15.2001 2.16.2002to HK$0.61 3,000,000 3,000,000 -
5.26.2004

Aggregate total 2.19.2000 8.20.2000t0 HK$0.67 3,812,000 - 3,912,000
of employees 8.19.2003

52,130,000 8,000,000 44,130,000

Notes:

1. Mr. Liu Yi resigned as a director of the Company on June 11, 2003 and the options
granted to him previously lapsed on July 11, 2003.

2. Mr. Wang Xian Jun resigned as a director of the Company on December 23, 2002
and the options granted to him previously lapsed on January 23, 2003.

3. No option was granted, exercised or cancelled during the period.

Other than as disclosed above, as at June 30, 2003, none of the directors, the chief
executives or their associates had any interests or short position in the securities,
underlying shares or debentures of the Company or any of its associated
corporations as recorded in the register required to be kept under section 352 of
the SFO and none of the directors or their spouses, or children under the age of
18, had any right to subscribe for the securities of the Company, or had exercised
any such right during the period.

SUBSTANTIAL SHAREHOLDER
As at June 30, 2003, the following company had interests in the share capital of the
Company as recorded in the register required to be kept by the Company under
section 336 of the SFO.

Percentage of

Number of shareholding
Name of shareholder shares held as at 6.30.2003
Shijiazhuang Pharmaceutical Group 870,166,161 (Note) 57.93%

Company Limited (“'SPG”)
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Save as disclosed above, the Company has not been notified of any other interests
representing 5% or more of the issued share capital of the Company as at June 30,
2003.

Note: In respect of the 870,166,161 shares, 828,436,399 shares are held by SPG,
25,000,000 shares are held by Mr. Ding Er Gang, an executive director of the
Company, as trustee for SPG and 16,729,762 shares are held by China Charmmaine
Pharmaceutical Company Limited, a wholly-owned subsidiary of SPG.

DISCLOSURE UNDER PRACTICE NOTE 19 TO THE LISTING RULES

Pursuant to a term loan agreement, it will be an event of default under the loan
agreement if SPG ceases to own more than 40% of the issued share capital of the
Company. The outstanding principal of the term loan at June 30, 2003 was
HK$100,010,000 and the last instalment repayment is due on May 21, 2008,

Save as disclosed above, there are no other events which are required to be
disclosed by the Company under Practice Note 19 to the Listing Rules.

CORPORATE GOVERNANCE

None of the directors is aware of any information that would reasonably indicate
that the Company is not or was not during the six months ended June 30, 2003 in
compliance with the Code of Best Practice as set out in Appendix 14 of the Listing
Rules. The audit committee of the Company had reviewed with the management
and external auditors of the Company the unaudited interim financial report for
the six months ended June 30, 2003.

PURCHASE, SALE OR REDEMPTION OF THE COMPANY'S LISTED
SECURITIES

During the period, neither the Company nor any of its subsidiaries purchased,
sold or redeemed any of the Company's listed securities.

By order of the Board
CAI DONG CHEN
Chairman

Hong Kong, August 12, 2003
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